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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Summary

On 18 October 2004, the Company entered into the Agreement with CNOOC regarding the
Non-Exempt Continuing Connected Transactions for the period from 1 January 2005 to 31
December 2007. ‘

CNOOC is a substantial shareholder of, and currently holding approximately 65% interest
in the Company. Accordingly, CNOOC is a connectediperson of the Company under the
Listing Rules. Transactions between the CNOOC Group and the Group constitute
connected transactions for the Company under the' Listing Rules. The Non-exempt
Continuing Connected Transactions are subject to reporting, announcement and
Independent Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

An independent board committee comprising indepenident non-executive Directors has
been formed to consider the terms of the Agreement and Quam has been appointed as the
independent financial adviser to advise the independent board committee and the
Independent Shareholders on, inter alia, the terms of the Agreement.

As more time is required to prepare the circular and: to compile the utilization of the
annual limit in the Existing Waiver and the projected figures for the New Proposed Annual
Cap, the EGM will be postponed from 28 October 2004 to 5 November 2004. Other
arrangements, including place and specific time of megting, agenda for the meeting and
record date of 28 October 2004 for the EGM, will remain unchanged.

|
A circular-containing, among others, further details of:' the Agreement, a letter from the

independent board committee, a letter of advice from the independent financial adviser
and a notice for the adjourned EGM will be despatched to the Shareholders on 21 October
2004. ' |




DETAILS OF THE NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

The Agreement
Date of agreement:

Parties:

Subject:

Term:

Price:

18 October 2004
(1) CNOOC
(2) the Company

Pursuant to the Agreement, the Group and CNOOC or other members
of the CNOOC Group will enter into various transactions, details of
the transactions are set out in this announcement under the section
headed “Non-Exempt Continuing Connected Transactions”.

The Agreement shall commence on 1 January 2005 and shall continue
until 31 December 2007 (both dates inclusive).

The respective considerations for the transactions shall be based on
the prevailing local market conditions and other factors, including,
where appropriate, market demand, volume of sales, market rates for
equipment, materials and accessories used, complexity of the
technology required, associated labor costs as well as historical
transactions and overall customer relationship.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

CNOOOC is a substantial shareholder of, and currently holding approximately 65% interest in
the Company. Accordingly, CNOOC is a connected person of the Company under the Listing
Rules. Transactions between the CNOOC Group and the Group constitute connected
transactions for the Company under the Listing Rules.

The following table sets out the connected transaction arrangements between the Group and
the CNOOC Group prior to or at the time of the IPO and the annual limit in the Existing

Waiver.

Non-Exempt Continuing Connected Annual limit in the Existing Waiver

Transaction

Provision by the Group of offshore oilfield In respect of each of the three years ending
services to CNOOC Group 31 December 2004, Rmb 2.10 billion, Rmb

2.94 billion and Rmb 4.12 billion,
respectively.

Provision by Magcobar of offshore oilfield In respect of each of the three years ending
services to CNOOC Group 31 December 2004, Rmb 120 million, Rmb

144 million and Rmb 173 million,
respectively.



Provision by CNOOC Group of materials,
utilities, labour and ancillary support
services to the Group

Provision by CNOOC Group of materials,
utilities, labour and ancillary support
services to Magcobar

Provision by CNOOC Group of office and
production premises and related property
management services to the Group
{including Magcobar)

Provision of depositary and transaction
settlement services by CNOOC Finance
Corporation Limited to the Group

In respect of each of the three years ending
31 December 2004, Rmb 253 million, Rmb
317 million and Rmb 382 million,
respectively.

In respect of each of the three years ending
31 December 2004, Rmb 6 million, Rmb 8
million and Rmb 10 million, respectively.

In respect of each of the three years ending
31 December 2004, Rmb 15 million, Rmb
20 millipn and Rmb 26 million,
respectively.

10% of the Company’s audited consolidated
total turnover for the immediately
precediﬂg fiscal year in respect of its total
daily outstanding deposits plus interest
income.

The Directors expect that the Group will continuously enter into transactions with CNOOC
Group, which will constitute Non-Exempt Continuing Connected Transactions, pursuant to

the Agreement:

®  Provision by the Group of offshore oilfield services to CNOOC Group;

® Provision by Magcobar of offshore oilfield services to CNOOC Group;

@ Provision by CNOOC Group of materials, utilities, labour and ancillary support services

to the Group;

&  Provision by CNOOC Group of materials, utilities, labour and ancillary support services

to Magcobar;

¢  Provision by CNOOC Group of office and production premises and related property
management services to the Group (including Magcobar); and

® Provision of depositary and transaction settlement services by CNOOC Finance

Corporation Limited to the Group.

Provision by the Group of offshore oilfield services to CNOOC Group

Since the establishment of CNOOC in 1982, the Company, including its predecessors, has
been providing offshore oilfield services, including labour services, to CNOOC and its
associates, including CNOOC Limited, in connection with their offshore oil and gas
exploration, development and production activities. The Company’s predecessors provided
these offshore oilfield services on the basis of agreements they entered into with CNOOC and
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its associates. By virtue of the Restructuring, the Group has assumed the rights and
obligations of such predecessors under these agreements with CNOOC and its associates,
including CNOOC Limited. After the IPO, the Group and Magcobar have continued to offer
their offshore oilfield services to CNOOC Group.

|

|
For the two years ended 31 December 2003 and the sip{-month period ended 30 June 2004,
the Group earned gross revenue of approximately Rmb 1,762 million, Rmb 1,975 million and
Rmb 1,333 million, respectively, for offshore oilfield services provided to CNOOC Group.
Provision by Magcobar of offshore oilfield services to CNOOC Group
For the two years ended 31 December 2003 and the six-month period ended 30 June 2004,
Magcobar earned gross revenue of approximately Rmb 1 million, Rmb 13 million and Rmb

76 million, respectively, for well services provided to CNOOC Group.

Provision by CNOOC Group of materials, utilities, labour and ancillary support
services to the Group

In the past, CNOOC Group provided the Group and Magcobar with various materials,
utilities, labour and other ancillary services, including:

®  warchousing and storage;
® supply and transportation of materials;
® communications services;

®  wharf services (including loading, unloading, mooring, unmooring, cleaning and utility
services);

® construction services (including road pavement and construction of wharf terminals,
improvements, factories);

e medical care, child care and social welfare services;

®  technical training (including vocational training, safety training, on-the-job training);
@ accommodation and personnel transportation services;

®  offshore facility monitoring, maintenance and repair services;

L] catering services;

¢ use of property (including sites, equipment and facilities);

®  insurance arrangements; and

® labour services.



After the IPO, CNOOC Group has continued to provide the Group and Magcobar with such
materials, utilities, labour and other ancillary support services pursuant to a comprehensive
service agreement with CNOOC and its associates.

For the two years ended 31 December 2003 and the six-month period ended 30 Tune 2004,
the Group paid, in the aggregate, approximately Rmb 160 million, Rmb 95 million and Rmb
67 million, respectively, for materials, utilities, labour and other ancillary support services
provided by CNOOC Group.

Provision by CNOOC Group of materials, utilities, labour and ancillary support
services to Magcobar

For the two years ended 31 December 2003 and the six-month period ended 30 June 2004,
Magcobar paid, in the aggregate, approximately Rmb 3 million, Rmb 3 million and Rmb 2
million, respectively, for materials, utilities, labour and other ancillary support services
provided by CNOOC Group.

Provision by CNOOC Group of office and production premises and related property
management services to the Group (including Magcobar)

The Group and Magcobar have leases with CNOOC Group relating to: (i) an aggregate gross
floor area of approximately 92,000 square metres of premises and storage space and (ii) a
piece of land of approximately 134,024 square metres, for office and production use and for
living quarters.

For the two years ended 31 December 2003 and the six-month period ended 30 June 2004,
the Group and Magcobar paid, in aggregate, approximately Rmb 8 million, Rmb 17 million
and Rmb 16 million, respectively, for premises leased to the Group and Magcobar by
CNOOC Group.

Provision of depositary and transaction settlement services by CNOOC Finance
Corporation Limited to the Group

The Group has from time to time utilised the depositary and transaction settlement services
available at CNOOC Finance Corporation Limited. These services comprised (i) depositing
of funds by the Group with CNOOC Finance Corporation Limited; and (ii) settlement
services provided by CNOOC Finance Corporation Limited for the transactions between the
Group and the CNOOC Group.

For the two years ended 31 December 2003 and the six-month period ended 30 June 2004,
the maximum daily balance plus interest for deposits placed with CNOOC Finance
Corporation Limited in respect of the above depositary and transaction settlement services
amounted to Rmb 73 million, Rmb 255 million and Rmb 209 million, respectively.

REASONS FOR THE NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Prior to the Restructuring and establishment of the Company, members of CNOOC Group and
the Group operated as an integrated organisation which undertook numerous intra-group
transactions each year. CNOOC is a substantial shareholder of and currently holding
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approximately 65% interest in the Company. CNOOC is a connected person of the Company
under the Listing Rules. Transactions between the CNOOC Group and the Group constitute
connected transactions for the Company under the Listing Rules and are subject to reporting,
announcement and Independent Shareholders’ approval requirements pursuant to Chapter
14A of the Listing Rules.

The Non-Exempt Continuing Connected Transactions as referred to in the Circular are and
will be conducted in the ordinary and usual course of business of the Group. These
transactions will continue to be agreed on an arm’s length basis with terms that are fair and
reasonable to the Group. Due to the long-term relationship between the Group and CNOOC
Group, the Board considers it beneficial to the Group to continue to enter into the
Non-Exempt Continuing Connected Transactions as these transactions have facilitated and
will continue to facilitate the operation and growth of the Group’s business.

In determining the New Proposed Annual Cap, the Directors have taken into account the
Company’s projection and business plan for the comiﬁg three financial years. Given the
dominant position of the CNOOC Group, one of the Group’s major customers, in the offshore
crude oil industry, the Directors are of the view that the Group will have significant potential
opportunities for further expansion and development of its business and operations. To adjust
the New Proposed Annual Cap to a lower level based on the historical utilisation of the
Existing Waiver would limit the ability of the Group to seize future business opportunities
in its ordinary and usual course, and may have adverse impact on the Group’s potential
growth.

The Company will seek the approval of the Independent Shareholders at the EGM of the
Agreement and the respective caps in relation to the Continuing Connected Transactions that:

(a) The aggregate annual volume of transaction shall not exceed the proposed annual limits
set out in the following table:

Non-Exempt Continuing Basis of determination of the
Connected Transaction New Proposed Annual Cap New Proposed Annual Cap

Provision by the Group of In respect of each of the =~ As CNOOC and its associates

offshore oilfield services to three years ending 31 continue to grow, the Group

CNOOC Group December 2007, Rmb 4,120 expects more opportunities to
million, Rmb 5,768 million provide not only offshore
and Rmb 8,075 million, oilfield services but also
respectively. related services to CNQOC

Group. The annual limits
proposed were based on a
targeted 40% growth in this
category on an annual basis.




Provision by Magcobar of
offshore oilfield services to
CNOOC Group

Provision by CNOOC
Group of materials,
utilities, labour and
ancillary support services
to the Group

Provision by CNOOC
Group of materials,
utilities, labour and
ancillary support services
to Magcobar

Provision by CNOOC
Group of office and
production premises and
related property
management services to the
Group (including
Magcobar)

Provision of depositary and
transaction settlement
services by CNOOC
Finance Corporation
Limited to the Group

In respect of each of the
three years ending 31
December 2007, Rmb 208
million, Rmb 249 million
and Rmb 299 million,
respectively.

In respect of the three
years ending 31 December
2007, Rmb 382 million,
Rmb 458 million and Rmb
550 million, respectively.

In respect of the three
years ending 31 December

2007, Rmb 10 million, Rmb

13 million and Rmb 16
million, respectively.

In respect of the three
years ending 31 December

2007, Rmb 36 million, Rmb

51 million and Rmb 71
million, respectively.

In respect of the three
years ending 31 December
2007, the lower of 40% of
the audited consolidated
total turnover of the Group
for the immediately
preceding fiscal year, or
Rmb 1,048 million, Rmb
1,177 million and Rmb
1,323 million, respectively.

Similarly, Magcobar is
expected to grow at a steady
rate. The annual limits
proposed were based on a
targeted 20% growth in this
category on an annual basis.

The Company expects the
Group to grow at a steady rate.
The annual limits proposed
were based on a targeted 20%
growth in this category on an
annual basis.

The Company expects
Magcobar to grow at a steady
rate. The annual limits
proposed were based on a
targeted 25% growth in this
category on an annual basis.

The Company expects the
Group to grow at a steady rate.
The annual limits proposed
were based on a targeted 40%
growth in this category on an
annual basis.

The new caps take into account
the Group’s business growth
and are necessary for the
Group to manage its funds
more efficiently and to reduce
its expense overlays.



(b)

{©)

(d)

(e)

(f)

(g)

(i) The Non-Exempt Continuing Connected Transactions will be entered into in the
usual and ordinary course of businesses of the Group and either (A) on normal
commercial terms or (B) if there is no available comparison, on terms no less
favourable to the Group than terms available from independent third parties; and

(i1) The Non-Exempt Continuing Connected Transactions will be entered into in
accordance with the Agreement and on terms that are fair and reasonable and in the
interests of the Shareholders as a whole;

Brief details of the Non-Exempt Continuing Connected Transactions will be disclosed
in the Company’s next and each successive annual report, each accompanied with a
statement of opinion of the independent non-executive Directors in such manner as
referred to in paragraph (d) below;

The independent non-executive Directors will review annually the Non-Exempt
Continuing Connected Transactions, and will confirm in the Company’s annual report
for the financial year in question that the Non-Exempt Continuing Connected
Transactions under their review were conducted in the manner as stated in paragraphs
(a) and (b) above;

The auditors of the Company will review annually the Non-Exempt Continuing
Connected Transactions, and confirm in a letter to the Board (a copy of which letter will
be provided to the Stock Exchange at least 10 business days prior to the bulk printing
of the annual report of the Company) in respect of each relevant period, during which
the Non-Exempt Continuing Connected Transactions were conducted, stating that:

(1) the Non-Exempt Continuing Connected Transactions have been approved by the
Board;

(ii) the Non-Exempt Continuing Connected Transactions have been entered into in
accordance with the terms of the Agreement;

(iii) the value of the Non-Exempt Continuing Connected Transactions has not exceeded
their respective annual limits set out in paragraph (a) above; and

(iv) the Non-Exempt Continuing Connected Transactions have been entered into in
accordance with the pricing policy of the Group,

and where for whatever reasons, if the auditors of the Company decline to accept the
engagement or are unable to provide the auditors’ letter, the Board will contact the
Listing Division of the Stock Exchange immediately;

The Company will, and will procure CNOOC Group to, provide the auditors of the
Company with full access to the relevant records of the Non-Exempt Continuing
Connected Transactions for the purpose of the auditors’ review as referred to in
paragraph (e) above; and

The Company will comply with the applicable provisions of the Listing Rules governing
connected transactions or will apply for waiver from strict compliance with the relevant
requirements in the event that the total amount of the Non-Exempt Continuing
Connected Transactions exceeds the caps set out in paragraph (a) above, or that there
is any material amendment to the terms of the Agreement.
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The Company will comply with Rules 14A.35(1) and (2), 14A.36, 14A.37, 14A.38, 14A.39
and 14A.40 of the Listing Rules.

GENERAL

The Group is principally engaged in the provision of oilfield services including drilling
services, well services, marine support and transportation services, and geophysical services
offshore China.

An independent board committee comprising independent non-executive Directors has been
formed to consider the terms of the Agreement and Quam has been appointed as the
independent financial adviser to advise the independent board committee and the
Independent Shareholders on, inter alia, the terms of the Agreement.

Whether or not the Shareholders are able to attend the meeting, the Shareholders are
requested to complete and return the form of proxy attached to the Circular, in accordance
with the instructions printed thereon as soon as possible[ in the case of a holder of domestic
share(s) of the Company, to Computershare Hong Kong Investor Services Limited at 46th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong in any event not less
than 24 hours before the time appointed for holding of the meeting. Completion and return
of the form of proxy will not preclude the Shareholders from attending and voting at the
meeting should the Shareholders so desire.

EGM

The notice convening the EGM to be held at Multi-function Conference Room 3/F., CNOOC
Plaza, No. 6, Dongzhimenwai Xiaojie, Beijing on 28 October 2004 at 10:00 a.m. was
published and despatched to Shareholders on 24 August 2004. As more time is required to
prepare the circular and to compile the historical utilization of the annual limit in the
Existing Waiver and the projected figures for the New Proposed Annual Cap, the EGM will
be postponed from 28 October 2004 to 5 November 2004. Other arrangements, including
place and specific time of meeting, agenda for the meeting and record date of 28 October
2004 for the EGM, will remain unchanged.

A circular containing, among others, further details of the Agreement, a letter from the
independent board committee, a letter of advice from the independent financial adviser and
a notice for the adjourned EGM to approve (inter alia) the Agreement will be despatched to
the Shareholders on 21 October 2004.

In accordance with Article 169 of the Articles of Association of the Company, any dividend
approved by the EGM payable to H shareholders of the Company will be paid in Hong Kong
dollars at the exchange rate, which is the mean of the average exchange rates for Hong Kong
dollars announced by the People’s Bank of China during the week immediately prior to the
scheduled EGM. CNOOC, which owns 65% of the issued capital of the Company, will
abstain from voting in respect of the Agreement and the Non-Exempt Continuing Connected
Transactions at the EGM pursuant to the Listing Rules.
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As at the date of this announcement, the Board comprises seven members, Messrs. Yuan

Guangyu and Wu Mengfei as executive directors; Messrs. Fu Chengyu and Wang Zhongan as

. . ! .
non-executive directors; and Messrs. Andrew Y. Yan, Gordon C. K. Kwong and Simon X.

Jiang as independent non-executive directors.

DEFINITIONS

“Agreement”

“associate”
“Board”

“CNOOC”

“CNOOC Group”
“CNOOC Finance
Corporation Limited”

“CNOOC Limited”

“Company”

“Director(s)”

“EGM”

“Existing Waiver”

“Group”

“HK$”

a master agreement entered 'into between the Company and the
CNOOC Group on 14 October 2004, setting forth the basic terms
of the Non-Exempt Conjtinuing Connected Transactions,
including the New Proposed Annual Cap

has the meaning ascribed to it in the Listing Rules
the board of Directors

{China National Offshore Oil Corporation), a state-owned
enterprise incorporated under the laws of the PRC on 12
February 1982, and the controlling shareholder of the Company

CNOOC and its subsidiaries and affiliates, excluding the Group

CNOOC Finance Corporation Limited, a company established in
the PRC and a 62.9%-owned non-bank finance subsidiary of
CNOOC

HEMmEAWERAE (CNOOC ‘Limited), a company incorporated
on 20 August 1999 in Hong Kong under the Companies
Ordinance with limited liability and a subsidiary of CNOOC

hiEHERF R ERLE (China  Oilfield Services Limited),
incorporated in the PRC on 25 December 2001, and restructured
into a joint stock limited liability company on 26 September
2002

the director(s) of the Company

an extraordinary general meeting of the Company to be held to
approve, inter alia, the New Proposed Annuval Cap and the
Agreement

the waiver granted by the Stock Exchange on 8 November 2002
to the Company in respect of the Non-Exempt Continuing
Connected Transactions between the Group and CNOOC Group,
subject to the conditions set out in such waiver

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong
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“Independent Board
Committee”

“Independent
Shareholders”
“IPO”

“Listing Rules”

“Magcobar”

“New Proposed Annual
Cap”

“Non-Exempt
Continuing Connected
Transactions”

“PRC”

“Prospectus”

“Quam”

“Restructuring”

an independent committee of the Board for the purpose of
reviewing the Non-exempt Continuing Connected Transactions,
which comprises Mr. Gordon C.K. Kwong, Mr. Andrew Y. Yan
and Mr. Simon X. Jiang, all of whom are independent non-
executive Directors

Shareholders other than CNOOC and its associates

the Initial Pubic Offering of the Company’s shares in the year
2002

the Rules Governing the Listing of Securities on the Stock
Exchange

China Nanhai-Magcobar Mud Corp. Ltd., a Sino-foreign equity
joint venture in which the Company holds a 60% equity interest
and M-I Drilling Fluids Company, a party who is independent of,
and not connected with the directors, supervisors, chief
executive officers and substantial shareholders of the Company,
its subsidiaries and their respective associates, holds a 40%
equity interest

the proposed annual cap in respect of the Non-Exempt
Continuing Connected Transactions for the three years ending 31
December 2007 and submitted to the Independent Shareholders
for approval at the EGM

the non-exempt continuing connected transactions which are and
will continue to be entered into between the Group and the
CNOOC Group comprising the connected transactions which
were the subject of the Existing Waiver

the People’s Republic of China

the prospectus dated 11 November 2002 issued by the Company
relating to its IPO and the listing of its shares on the Stock
Exchange

Quam Capital Limited, a deemed licensed corporation under the
SFO to conduct types 4 (advising on securities), 6 (advising on
corporate finance) and 9 (asset management) regulated activities
and the independent financial adviser to the Independent Board
Committee and the Independent Shareholders

the restructuring of CNOOC Group of companies and their
respective businesses now forming part of the Group , with effect
from 25 December 2001 , the details of which are set out in the
Prospectus




“Rmb” Renminbi, the lawful currency of the PRC

“Shareholder(s)” the holder(s) of the shares of the Company
“Stock Exchange” The Stock Exchange of Hong Kong Limited
By Order of the Board of
iR A RS ERAE

CHINA OILFIELD SERVICES LIMITED
Chen Weidong
Company Secretary

Beijing, the PRC, 20 October 2004

As at the date of this announcement, the Board comprises seven members, Messrs. Yuan
Guangyu and Wu Mengfei as executive directors; Messrs. Fu Chengyu and Wang Zhongan as
non-executive directors; and Messrs. Andrew Y. Yan, Gordon C. K. Kwong and Simon X.
Jiang as independent non-executive directors.



NOTICE OF EXTRAORDINARY GENERAL MEETING

The Extraordinary General Meeting (“EGM”) of China Oilfield Services Limited (the
“Company”) will be held on 5 November 2004 (Friday) at 10:00 a.m. at Multi-function
Conference Room, 3/F., CNOOC Plaza, No. 6, Dongzhimenwai Xiaojie, Beijing for the
following purposes: .

By way of Ordinary Resolutions:
1. To consider and approve the distribution of 2004 special interim dividend.

2. To consider and approve the resolution regarding the cap amount of connected
transactions from 1 January 2005 until 31 December 2007.

By way of Special Resolutions:

3. To approve the resolution regarding the amendment of the articles of association of the
Company and to authorise the Board to file these amendments with the relevant
departments of the People’s Republic of China upon approval.

PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION OF COSL

In accordance with the amendments to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, the Company intends to make corresponding
amendments to Articles 75, 97, 102 and 138. An additional amendment to Article 118 is also
proposed. The proposals are as follows:

Article 75
The existing Article 75 be deleted in its entirety and replaced with the following:

“When shareholders (including proxies) vote at the shareholders’ general meeting, they shall
exercise their voting rights according to the number of voting shares that they represent.
Each share shall have one (1) vote.

Where any shareholder is, under the Listing Rules, required to abstain from voting on a
particular resolution or restricted to voting only in favour of or against any particular
resolution, any votes cast by or on behalf of such shareholder in contravention of such
requirement or restriction shall not be counted.”

Article 97
The existing Article 97 be deleted in its entirety and replaced with the following:
“Resolutions of a meeting of shareholders of different classes may be passed only by more

than two-thirds of the voting rights of that class represénted at the meeting in accordance
with Article 96 hereof.
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Where any shareholder is, under the Listing Rules, required to abstain from voting on a
particular resolution in a class meeting or restricted to voting only in favour of or against any
particular resolution in a class meeting, any votes cast by or on behalf of such shareholder
in contravention of such requirement or restriction shall not be counted.”

Article 102
The existing Article 102 be deleted in its entirety and replaced with the following:

“Directors shall be elected at shareholders’ general meeting and serve a term of 3 years. A
director may serve consecutive terms if re-elected upon the expiration of his term.

The period for lodgement of written notice of an intention to nominate a candidate of director
and that of a willingness to accept the nomination by the candidate shall commence no earlier
than the day after the despatch of the notice of the meeting for election of the relevant
director and end no later than 7 days prior to the date of such meeting.

The chairman of the board and vice chairman (or vice chairmen) of the board shall be elected
and removed by the approval of more than half of all the directors of the board. The chairman
of the board and vice chairman (or vice chairmen) of the board shall serve a term of 3 years
and may serve consecutive terms if re-elected upon the expiration of their terms.

Subject to compliance with relevant laws and regulations, any director may be removed by
ordinary resolution before the expiry of his term of office (but without prejudice to any claim
for damages under any contract).

Any person who has been appointed by the board of directors to fill up the temporary vacancy
in the board of directors or to be an additional director shall serve a term lasting until the

date of next annual shareholders’ general meeting and may serve consecutive terms if
re-elected upon the expiration of his term.

Not more than 2 persons of the chairman of the board, vice chairman (or vice chairmen) of
the board and executive directors of the Company may be senior management staff (chairman
of the board, vice chairman and executive director) of the controlling organizations.
Directors need not be the shareholders of the Company.”

Article 118

In this Article, * ... are eight vice presidents” be amended to “... are certain vice presidents”.
Other content of this article shall remain unchanged.

Article 138
The existing Article 138 be deleted in its entirety and replaced with the following:

“A director, a supervisor, the general manager, a deputy general manager or other senior
management staff of the Company shall not direct any of his associates (which shall have the
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same meaning as in the Listing Rules) to do such things or take such actions that such
director, supervisor, general manager, deputy general manager or other senior management
staff is not allowed to do under any applicable law or regulation, the Articles of Association
of the Company or otherwise.” ‘

By order of the Board
Chen Weidong
Company Secretary

'

Hong Kong, 24 August 2004 (Amended 20 October 2004)

Notres:

(1

(2)

(3)

Holders of the Company’s overseas listed foreign invested shares (in the form of H Shares) whose names
appear on the Company’s Register of Members maintained by Computershare Hong Kong Investor Services
Limited on 28 October 2004 (Thursday) and representative of China National Offshore Oil Corporation, as
holder of the domestic shares of the Company, are entitled to attend and vote at the EGM.

Shareholder of the Company who has the right to attend and vote at the meeting is entitled to appoint in
writing one or more proxies, whether a shareholder or not, to attend and vote on his behalf at the EGM.
Where a shareholder has appointed more than one proxy to attend the EGM, such proxies may only vote
on a poll or a ballot. The instrument appointing a proxy must be in writing under the hand of the appointor
or his attorney duly authorized in writing. In case that an appointer is a legal person, the power of attorney
must be either under the common seal of the legal person or under the hand of its director or other person,
duly authorized. If the instrument appointing a proxy is signed by an attorney of the appointor, the power
of attorney authorizing that attorney to sign, or other documents of authorization, must be notarially
certified. For holders of H Shares, the power of attorney or other documents of authorization and proxy
forms must be delivered to the Company’s registered office at 65/F. Bank of China Tower, 1 Garden Road,
Hong Kong, no less than 24 hours before the time appointed for the holding of the EGM in order for such
documents to be valid.

The Company’s Register of Member will be closed from 28 September 2004 (Tuesday) to 28 October 2004
(Thursday) (both days inclusive), during which time no transfer of shares will be registered. Transferees of
H Shares who wish to attend the EGM and qualify for entitiement to the 2004 interim dividend referred to
above must deliver their duly stamped instruments of transfer, accompanied by the relevant share
certificates, to Computershare Hong Kong Investor Services Limited by no later than 4:00 p.m. on 27
September 2004 (Monday) for completion of the registration of the relevant transfer in accordance with the
Articles of Association of the Company.

Computershare Hong Kong Investor Services Limited’s address is as follows:

46th Floor, Hopewell Centre
183 Queen’s Road East
Wanchai

Hong Kong

Shareholders or their proxies must present proofs of their identities upon attending the EGM. Should a
proxy be appointed, the proxy must also present copies of his/her Proxy Form, copies of appointing
instrument and power of attorney, if applicable.

The EGM is expected to last not more than one day. Shareholders or proxies attending the EGM are
responsible for their own transportation and accommodation expenses.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this Circular, or as to the action to be taken, you should consult your
stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or other

professional adviser.

If you have sold or transferred all your shares in China Oilfield Services Limited, you should at once hand
this Circular, together with the enclosed form of proxy. to the purchaser or the transferee or to the bank,
stockbroker or other agent through whom the sale was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this Circular, makes no
representation as to its accuracy or completeness and expressiy disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this Circular.

o COSL

\ CHINA OILFIELD SERVICES LIMITED

FEREREREGER QA

{Incorporated in the People’s Republic of China as a joint stock limited liability company)

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS
AND
AMENDMENT OF THE ARTICLES OF ASSOCIATION

Independent Financial Adviser to the Independent Board Committee
and the Independent Shareholders

[PXY 7 Quam Capital Limited

Financial Services Group

A letter from the Independent Board Committee is set out on pages 17 to 18 of this Circular.

A letter from Quam, the independent financial adviser, containing its advice to the Independent Board Committee
and the Independent Shareholders is set out on pages 19 to 29 of this Circular.

An extraordinary general meeting of China Oilfield Services Limited is to be held at Multi-function Conference
Room, 3/F., CNOOC Plaza, No. 6 Dongzhimenwai Xiaojie, Beijing, China, on 5 November 2004 at 10:00 a.m.
A copy of the notice convening such extraordinary general meeting, which was despatched on 24 August 2004
and has been amended by a further notice despatched on 21 October 2004, is set out on pages 34 to 37 of this
Circular. Whether or not you are able to attend the meeting, you are requested to complete and return the attached
form of proxy in accordance with the instructions printed thereon as soon as possible in the case of a holder of
Domestic Share(s), to the registered office of the Company at 65/F, 1 Garden Road, Hong Kong and, in the case
of a holder of H Share(s), to Computershare Hong Kong Investor Services Limited at 46th Floor. Hopewell
Centre. 183 Queen’s Road East, Wanchai, Hong Kong in any event not less than 24 hours before the time
appointed for holding of the meeting. Completion and return of the form of proxy will not preclude you from
attending and voting at the meeting should you so desire.

21 October 2004

AV,
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DEFINITIONS

In this Circular, the following

requires otherwise:

“Agreement”

“associate”
“Board”
“Chairman”

“Circular”

“CNOOC”

“CNOOC Group”

"CNOOC Finance Corporation
Limited”

“CNOOC Limited”

“Company”

“Director(s)”

“EGM”

expressions have the' following meanings unless the context

a master agreement entered into between the Company and
the CNOOC Group on 18 October 2004, setting forth the basic
terms of the Non-Exempt Continuing Connected Transactions,
including the New Proposed Annual Cap

has the meaning ascribed to it in the Listing Rules
the board of Directors
the chairman of the Board

this circular issued by the Company dated 21 October 2004 in
respect of (inter alia) the Non-Exempt Continuing Connected
Transactions

rhEE MR E] (China National Offshore Qil Corporation),
a state-owned enterprise incorporated under the laws of the
PRC on 12 February 1982, and the controlling shareholder of
the Company

CNOOQOC and its subsidiaries and affiliates, excluding the
Group

CNOOC Finance Corp\dration Limited, a company established

in the PRC and a 62.9%-owned non-bank finance subsidiary
of CNOOC

FEwREAGHERALE (CNOOC  Limited), a  company
incorporated on 20 August 1999 in Hong Kong under the

Companies Ordinance with limited liability and a subsidiary
of CNOOC

China Oilfield Services Limited (¥EHMERBRDERLH),
incorporated in the PRC on 25 December 2001, and
restructured into a joint stock limited liability company on 26
September 2002

the director(s) of the Company

an extraordinary general meeting of the Company to be held
to approve, inter alia, the Agreement, the New Proposed
Annual Cap and the amendment of Articles of Association of
the Company




DEFINITIONS

“Existing Waiver”

“Group”

“HK$”

|
“Independenti Shareholders”

‘ .
“Independent) Board Committee”

or “IBC” {

“IPO”

!
{
{
|
|
|
|
|
|
(
|

“Latest Practfjcable Date”

3

“Magcobar

i
“New Proposed Annual Cap”

|
|
5

“Non—Exemﬁat Continuning
Connected Transactions”

“PRC”

|
|
|
I
i
\

|
\
i
i

[
|
|
i
|
|
f

“Listing Rules
!
|
!
1
/

the waiver granted by the Stock Exchange on 8§ November
2002 to the Company in respect of the Non-Exempt
Continuing Connected Transactions between the Group and
CNOOC Group, subject to the conditions set out in such

waiver

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong
Shareholders other than CNOOC and its associates

an independent committee of the Board for the purpose of
reviewing the Non-Exempt Continuing Connected
Transactions, which comprises Mr. Gordon C.K. Kwong, Mr.
Andrew Y. Yan and Mr. Simon X. Jiang, all of whom are
independent non-executive directors

the Initial Pubic Offering of the Company’s shares in the year
2002

15 October 2004, being the latest practicable date before the

printing of this Circular for ascertaining certain information

for the purpose of inclusion in this Circular

the Rules Governing the Listing of Securities on the Stock
Exchange

China Nanhai-Magcobar Mud Corp. Ltd., a Sino-foreign
equity joint venture in which the Company holds a 60% equity
interest and M-I Drilling Fluids Company, a party who is
independent of, and not connected with the directors,
supervisors, chief executive and substantial shareholders of
the Company, its subsidiaries and their respective associates,
holds a 40% equity interest

the proposed annual cap in respect of the Non-Exempt
Continuing Connected Transactions for the three years ending
31 December 2007 and submitted to the Independent
Shareholders for approval at the EGM

the non-exempt continuing connected transactions which are
and will continue to be entered into between the Group and
the CNOOC Group comprising the connected transactions
which were the subject of the Existing Waiver

the People’s Republic of China




DEFINITIONS

“Prospectus”

I3

Quam”

£}

“Restructuring’

“Rmb”

“SFO”

“Shareholder(s)”

“Stock Exchange”

the prospectus dated 11 November 2002 issued by the
Company relating to its IPO and the listing of its shares on the
Stock Exchange

Quam Capital Limited, a deemed licensed corporation under
the SFO to conduct types 4 (advising on securities), 6
(advising on corporafe finance) and 9 (asset management)
regulated activities and the independent financial adviser to
the Independent Board Committee and the Independent
Shareholders

the restructuring of CNOOC Group and their respective
businesses now forming part of the Group, with effect from 25
December 2001, the details of which are set out in the
Prospectus

Renminbi, the lawful currency of the PRC

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

the holder(s) of the shares of the Company

The Stock Exchange of Hong Kong Limited

For the purpose of this Circular, unless otherwise indicated, the exchange rate at HK$1.00 =

Rmb 1.06 has been used, where applicable, for purpose of illustration only and not constituting a

representation that any amount has been, could have been or may be so exchanged or at all.
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oo COSL

CHINA OILFIELD SERVICES LIMITED
\/_ FEHEBERAERA T

?(Incorporated in the People’s Republic of China as a joint stock limited liability company)

Board of Diréctors.‘ - Registered Office:

Fu Chengyu*jl {Chairman) 65/F, Bank of China Tower
Yuan Guangy{u 1 Garden Road
Wu Mengfei | Hong Kong

Wang Zhongz:in*
Gordon C.K.{!Kwong**
Andrew Y. Yé‘m**
Simon X. Jia(ng**

|
o oy
* Non-executive|Director

** Independent non-executive Director
I
‘

“ 21 October 2004
J

To the Share/jftolders

|
Dear Sir or Madam,
|

NOjN-EXEMPT CONTINUING CONNECTED TRANSACTIONS
f AND
 AMENDMENT OF THE ARTICLES OF ASSOCIATION

i
i
|
\

L. INTRdDUCTION
|
The Co%npany is a subsidiary of CNOOC with CNOOC directly owning 65% of the issued share
capital of thé Company. Accordingly, transactions between CNOOC Group and the Group constitute

connected transactions for the Company for the purpose of the Listing Rules.

The Co}!mpany made an application dated 8 November 2002 to the Stock Exchange for a waiver
from strict compliance with the relevant requirement of the Listing Rules in respect of the
Non-ExemptiContinuing Connected Transactions. The Stock Exchange, on 8§ November 2002, granted
the Existing Waiver to the Company subject to, inter alia, the conditions set out in the Prospectus. The
Existing Waiver will expire on 31 December 2004 and the Company is seeking your approval of the
Agreement. /f\nnouncements were made by the Company on 24 August 2004 and 20 October 2004, in
relation to the convening of the EGM, which has been postponed from 28 October 2004 to 5 November

2004, for the purpose of considering and, if thought fit, approving, inter alia, the Agreement.

1
|
|
|
|
| — 4 —
|
|
!

|

i




LETTER FROM THE BOARD

As more time is required to prepare this Circular and to.compile the historical utilization of the
annual limit in the Existing Waiver and the projected figures for the New Proposed Annual Cap, the
EGM will be postponed from 28 October 2004 to 5 November 2004. Other arrangements, including
place and specific time of meeting, agenda for the meeting and record date of 28 October 2004 for the
EGM, will remain unchanged.

The Company is currently proposing to increase the annual limits of certain categories of the
Non-Exempt Continuing Connected Transactions as compared with the annual limits in the Existing
Waiver, further details of which are set out in the paragraphs headed “Reasons for and Benefits of the
Non-Exempt Continuing Connected Transactions” of this letter. The Board has proposed that
amendments be made to the Articles of Association of the Company in accordance with the
amendments to the Listing Rules with effect from 31 March 2004, further details of which are set out
in the paragraph headed “Amendments to the Articles of Association” of this letter.

The main purposes of this Circular are (i) to provide you with detailed information relating to
the Agreement; (ii) to set out the letter of advice from Quam to the IBC and the Independent
Shareholders and recommendation and opinion of the IBC as advised by Quam in relation to the
Agreement; (iii) to seek your approval at the EGM of a ordinary resolution in relation to the
Agreement; (iv) to provide you with information regarding the amendments to the Articles of
Association of the Company; and (v) to seek your approval at the EGM of a special resolution in
relation to the proposed amendments to the Articles of Association of the Company.

2. THE AGREEMENT
Date of agreement: 18 October 2004
Parties: (1) CNOOC

(2) the Company

Subject: Pursuant to the Agreement, the Group and CNOOC or other members
of the CNOOC Group will enter into various transactions, details of
the transactions are set out in this Circular under the section headed
“Non-Exempt Continuing Connected Transactions”. ‘

Term: The Agreement shall commence on 1 January 2005 and shall continue
until 31 December 2007 (both dates inclusive).

Price: The respective considerations, for the transactions shall be based on
the prevailing local market conditions and other factors, including,
where appropriate, market demand, volume of sales, market rates for
equipment, materials and accessories used, complexity of the
technology required, associated labor costs as well as historical
transactions and overall customer relationship.
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]

3. NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS
|
|
The follbwing connected transaction arrangements were entered into between the Group and the
CNOQGC Gro“up prior to or at the time of the [PO. The Directors expect that the Group will
continuously ‘ enter into transactions with CNOOC Group, which will constitute Non-Exempt
Continuing Connected Transactions, pursuant to the Agreement:
|
.. Provision by the Group of offshore oilfield services to CNOOC Group;
|
. Prc%vision by Magcobar of offshore oilfield services to CNOOC Group;
. Projvision by CNOOC Group of materials, utilities, labour and ancillary support services to
the@ Group;

|
. Pro?vision by CNOOC Group of materials, utilities, labour and ancillary support services to
Mafgcobar;
. Pr&vision by CNOOC Group of office and production premises and related property
mahagement services to the Group (including Magcobar); and
j
. Proivision of depositary and transaction settlement services by CNOOC Finance

Corporation Limited to the Group.
|
|
Provision byithe Group of offshore oilfield services to CNOOC Group

|
Since the establishment of CNQOOC in 1982, the Company, including its predecessors, has been

providing offsihore oilfield services, including labour services, to CNOOC and its associates, including
CNOOC Limjited, in connection with their offshore oil and gas exploration, development and
production ac;tivities. The Company’s predecessors provided these offshore oilfield services on the
basis of agreefments they entered into with CNOOC and its associates. By virtue of the Restructuring,
the Group has assumed the rights and obligations of such predecessors under these agreements with
CNOOC and i;ts associates, including CNOOC Limited. After the IPO, the Group and Magcobar have
continued to offer their offshore oilfield services to CNOOC Group.

i i
For the tiwo years ended 31 December 2003 and the six-month period ended 30 June 2004, the
Group earned gross revenue of approximately Rmb 1,762 million, Rmb 1,975 million and Rmb 1,333
million, respectively, for offshore oilfield services provided to CNOOC Group.
|

Provision by Magcobar of offshore oilfield services to CNOOC Group

For the ?wo years ended 31 December 2003 and the six-month period ended 30 June 2004,
Magcobar earned gross revenue of approximately Rmb 1 million, Rmb 13 million and Rmb 76 million,

respectively, for well services provided to CNOOC Group.
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Provision by CNOOC Group of materials, utilities, labour and ancillary support services to
the Group and Magcobar

In the past, CNOOC Group provided the Group and Magcobar with various materials, utilities,
labour and other ancillary services, including:

o warehousing and storage;
° supply and transportation of materials;
® communications services;

e wharf services (including loading, unloading, mooring, unmooring, cleaning and utility

services);

e construction services (including road pavement and construction of wharf terminals,

improvements, factories);
° medical care, child care and social welfare services;
° technical training (including vocational training, safety training, on-the-job training);
e accommodation and personnel transportation services;
. offshore facility monitoring, maintenance and repair services;
® catering services;
. use of property (including sites, equipment and facilities);
o insurance arrangements; and
. labour services.

After the IPO, CNOOC Group has continued to provide the Group and Magcobar with such
materials, utilities, labour and other ancillary support services pursuant to a comprehensive service
agreement with CNOOC and its associates.

For the two years ended 31 December 2003 and the six-month period ended 30 June 2004, the
Group paid, in the aggregate, approximately Rmb 160 million, Rmb 95 million and Rmb 67 million,
respectively, for materials, utilities, labour and other ancillary support services provided by CNOOC
Group.
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i
|
i
I

1
Provision byli CNOOC Group of materials, utilities, labour and ancillary support services to
Magcobar 1

i
For the 1tw0 years ended 31 December 2003 and the six-month period ended 30 June 2004,
Magcobar paid, in the aggregate, approximately Rmb 3 million, Rmb 3 million and Rmb 2 million,

respectively, for materials, utilities, labour and other ancillary support services provided by CNOOC
Group. j

Provision by%CNOOC Group of office and production premises and related property
management%services to the Group (including Magcobar)

!
{

The Groiup and Magcobar have leases with CNOOC Group relating to: (i) an aggregate gross
floor area of épproximately 92,000 square metres of premises and storage spaces and (ii) a piece of

land of appro;(imately 134,024 square metres, for office and production use and for living quarters.
For the tho years ended 31 December 2003 and the six-month period ended 30 June 2004, the
Group and Magcobar paid, in aggregate, approximately Rmb 8 million, Rmb 17 million and Rmb 16

million, respe‘lctivcly, for premises leased to the Group and Magcobar by CNOOC Group.
;

Provision of fFlepositary and transaction settlement services by CNOOC Finance Corporation
Limited to the Group

The Gr&up has from time to time utilised the depositary and transaction settlement services
available at QNOOC Finance Corporation Limited. These services comprised (i) depositing of funds
by the Groupl with CNOOC Finance Corporation Limited; and (ii) settlement services provided by
CNOOC Fina:i‘lce Corporation Limited for the transactions between the Group and the CNOOC Group.

|

For the two years ended 31 December 2003 and the six-month period ended 30 June 2004, the
maximum dai;y balance plus interest for deposits placed with CNOOC Finance Corporation Limited
in respect of the above depositary and transaction settlement services amounted to Rmb 73 million,
Rmb 255 mill!ion and Rmb 209 million, respectively.
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4. REASONS FOR AND BENEFITS OF THE NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

Prior to the Restructuring and establishment of the Company, members of CNOOC Group and the
Group operated as an integrated organisation which undertook numerous intra-group transactions each
year. CNOOQOC is a substantial shareholder of, and currently holding approximately 65% interest in the
Company. CNOOC is a connected preson under the Listing Rules. Transactions between the Group and
CNOOC Group constitute connected transactions for the Company under the Listing Rules and are
subject to reporting, announcement and Independent Shareholders’ approval requirements pursuant to
Chapter 14A of the Listing Rules.

The Non-Exempt Continuing Connected Transactions as referred to in the Circular are and will
be conducted in the ordinary and usual course of business of the Group. These transactions will
continue to be agreed on an arm’s length basis with terms that are fair and reasonable to the Group.
Due to the long-term relationship between the Group and CNOOC Group, the Board considers it
beneficial to the Group to continue to enter into the Non-Exempt Continuing Connected Transactions
as these transactions have facilitated and will continue to faéilitate the operation and- growth of the
Group’s business.

In determining the New Proposed Annual Cap, the Directors have taken into account the
Company’s projection and business plan for the coming three financial years. Given the dominant
position of the CNOOC Group, one of the Group’s major customers, in the offshore crude oil industry,
the Directors are of the view that the Group will have significant potential opportunities for further
expansion and development of its business and operations. To adjust the New Proposed Annual Cap
to a lower level based on the historical utilisation of the Existing Waiver would limit the ability of
the Group to seize future business opportunities in its ordinary and usual course, and may have adverse
impact on the Group’s potential growth.

— 9 —




LETTER FROM THE BOARD

|
|

The Com;pany will seek the approval of the Independent Shareholders of the New Proposed
\ . .
Annual Cap and the Agreement relating thereto on the following conditions:
|

|
|
1

(a) The] aggregate annual volume of transaction shall not exceed the proposed annual limits set

out!in the following table:

i

Non-Exempt
Con}tinuing Basis of determination
Conf‘nected Annual limit in the New Proposed of the New Proposed
Trabsaction Existing Waiver Annual Cap Annual Cap

|
Proxf/ision by the In respect of each of  In respect of each of As CNOOC and its
Grof;up of offshore the three years ending the three years ending associates continue to
oilfﬂeld services to 31 December 2004, 31 December 2007, grow, the Group expects
CN@OC Group Rmb 2.10 billion, Rmb Rmb 4,120 million, more opportunities to

j 2.94 billion and Rmb  Rmb 5,768 million and provide not only offshore

| 4,12 billion, Rmb 8,075 million, oilfield services but also

!T respectively. respectively. related services to

i CNOOC Group. The

i annual limits proposed

| were based on a targeted

| 40% growth in this

% category on an annual

| basis.
Prov‘?ision by In respect of each of  In respect of each of  Similarly, Magcobar is
Maécobar of the three years ending the three years ending expected to grow at a
offsbore oilfield 31 December 2004, 31 December 2007, steady rate. The annual
services to Rmb 120 million, Rmb Rmb 208 million, Rmb limits proposed were
CN@OC Group 144 million and Rmb 249 million and Rmb  based on a targeted 20%

| 173 million, 299 million, growth in this category

respectively. respectively on an annual basis.

|
Provision by In respect of each of  In respect of the three The Company expects the
CN(%)OC Group of the three years ending years ending 31 Group to grow at a steady
materials, utilities, 31 December 2004, December 2007, Rmb  rate. The annual limits

Iabo%ur and ancillary Rmb 253 million, Rmb 382 million, Rmb 458 proposed were based on a
supﬁort services to 317 million and Rmb  million and Rmb 550  targeted 20% growth in
the fGroup 382 million, million, respectively. this category on an

| respectively. annual basis.

— 10 —
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(b)

Non-Exempt
Continuing
Connected
Transaction

Provision by
CNOOC Group of
materials, utilities,
labour and ancillary
support services to
Magcobar

Provision by
CNOOC Group of
office and production
premises and related
property management
services to the Group
{including Magcobar)

Provision of
depositary and
transaction
settlement services
by CNOOC Finance
Corporation Limited
to the Group

Annual limit in the
Existing Waiver

In respect of each of
the three years ending
31 December 2004,
Rmb 6 million, Rmb §
million and Rmb 10
million, respectively.

In respect of each of
the three years ending
31 December 2004,
Rmb 15 million, Rmb
20 million and Rmb 26
million, respectively.

10% of the Company’s
audited consolidated
total turnover for the
immediately preceding
fiscal year in respect
of its total daily
outstanding deposits
plus interest income.

New Proposed
Annual Cap

In respect of the three
years ending 31
December 2007, Rmb
10 million, Rmb 13
million and Rmb 16
million, respectively.

In respect of the three
years ending 31
December 2007, Rmb
36 million, Rmb 51
million and Rmb 71
million, respectively.

In respect of the three
years ending 31
December 2007, the
lower of 40% of the
audited consolidated
total turnover of the
Group for the
immediately preceding
fiscal year, or Rmb
1,048 million, Rmb

1,177 million and Rmb

1,323 million,
respectively.

Basis of determination
of the New Proposed
Annual Cap

The Company expects
Magcobar to grow at a
steady rate. The annual
limits proposed were
based on a targeted 25%
growth in this category
on an annual basis.

The Company expects the
Group to grow at a steady
rate, The annual limits
proposed were based on a
targeted 40% growth in
this category on an
annual basis.

The new caps take into
account the Group’s
business growth and are
necessary for the Group
to manage its funds more
efficiently and to reduce
its expense overlays.

(i) The Non-Exempt Continuing Connected Transactions will be entered into in the usual

and ordinary course of businesses of the Group and either (A) on normal commercial

terms or (B) if there is no available comparison, on terms no less favourable to the

Group than terms available from independent third parties; and

(ii) The Non-Exempt Continuing Connected Transactions will be entered into in

accordance with the Agreement and on terms. that are fair and reasonable and in the

interests of the Shareholders as a whole;

— 11 —
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()

(d)

(e)

(f)

(g)

Brief details of the Non-Exempt Continuing Connected Transactions will be disclosed in
the Company’s next and each successive annual report, each accompanied with a statement
of ofpinion of the independent non-executive Directors in such manner as referred to in
parajgraph (d) below;
|

The|independent non-executive Directors will review annually the Non-Exempt Continuing
Coanlected Transactions, and will confirm in the Company’s annual report for the financial
yearvi in question that the Non-Exempt Continuing Connected Transactions under their

revi:ew were conducted in the manner as stated in paragraphs (a) and (b) above;

Thejauditors of the Company will review annually the Non-Exempt Continuing Connected
Trazflsactions, and confirm in a letter to the Board (a copy of which letter will be provided
to tI:1e Stock Exchange at least 10 business days prior to the bulk printing of the annual
repcj)rt of the Company) in respect of each relevant period, during which the Non-Exempt

Con!tinuing Connected Transactions were conducted, stating that:

|
(i) | the Non-Exempt Continuing Connected Transactions have been approved by the
% Board;

(ii) | the Non-Exempt Continuing Connected Transactions have been entered into in

accordance with the terms of the Agreement;

(ii1); the value of the Non-Exempt Continuing Connected Transactions has not exceeded

their respective annual limits set out in paragraph (a) above; and

1
(iv)g‘ the Non-Exempt Continuing Connected Transactions have been entered into in
| accordance with the pricing policy of the Group,
|

and} where for whatever reasons, if the auditors of the Company decline to accept the
engégement or are unable to provide the auditors’ letter, the Board will contact the Listing
Div?sion of the Stock Exchange immediately;

Theg‘ Company will, and will procure CNOOC Group to, provide the auditors of the
Corg‘lpany with full access to the relevant records of the Non-Exempt Continuing Connected
Transactions for the purpose of the auditors’ review as referred to in paragraph (e) above;

|
and|
|

Thei Company will comply with the applicable provisions of the Listing Rules governing
connected transactions or will apply for waiver from strict compliance with the relevant
reql.juirements in the event that the total amount of the Non-Exempt Continuing Connected
Transactions exceeds the caps set out in paragraph (a) above, or that there is any material

|
amgndment to the terms of the Agreement.

|
— 12 —
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5. AMENDMENTS TO THE ARTICLES OF ASSOCIATION

The Board has proposed that amendments be made to the Articles of Association of the Company
in accordance with the amendments to the Listing Rules with effect from 31 March 2004.

In accordance with the amendments to the Listing Rules, the Company intends to make
corresponding amendments to Articles 75, 97, 102 and 138. The Company is also proposing to amend
Article 118 as described herein. The proposals are as follows:

Article 75

Under the Listing Rules, the articles of association of a listed company must provide that, where
any shareholder is subject to voting restrictions under the Listing Rules, any votes cast by or on behalf
of such shareholder in contravention of such restriction shall not be counted.

The existing Article 75 be deleted in its entirety and replaced with the following:

“When shareholders (including proxies) vote at the shareholders’ general meeting, they
shall exercise their voting rights according to the number of voting shares that they represent.
Each share shall have one (1) vote.

Where any shareholder is, under the Listing Rules, required to abstain from voting on a
particular resolution or restricted to voting only in favour of or against any particular resolution,
any votes cast by or on behalf of such shareholder in contravention of such requirement or
restriction shall not be counted.”

Article 97

The Listing Rules provide that any vote of shareholders taken at a general meeting to approve
(1) connected transactions; (ii) transactions that are subject to independent shareholders’ approval
pursuant to the Listing Rules; (iii) granting of options to a substantial shareholder or an independent
non-executive director or any of their respective associates; and (iv) any other transaction in which
a shareholder has a material interest is required to abstain from voting.

The existing Article 97 be deleted in its entirety and replaced with the following:

“Resolutions of a meeting of shareholders of different classes may be passed only by more
than two-thirds of the voting rights of that class represented at the meeting in accordance with
Article 96 hereof.

Where any shareholder is, under the Listing Rules, required to abstain from voting on a
particular resolution in a class meeting or restricted to voting only in favour of or against any
particular resolution in a class meeting, any votes cast by or on behalf of such shareholder in
contravention of such requirement or restriction shall not be counted.”

—_ 13 —
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Article 102

Article 1

2 will be amended to specify the minimum length of period of at least 7 days for the

giving of notiée of nomination of Directors by Shareholder and notice by the person proposed for

election of his

willingness to be nominated, which will commence no earlier than the day after the

despatch of the notice of the meetings appointed for such election and end no later than 7 days prior

to the date of jsuch meeting.

|
|
i
i

The existing Article 102 be deleted in its entirety and replaced with the following:

\‘
|

“DiI;’eCtOI'S shall be elected at shareholders’ general meeting and serve a term of 3 years. A

director xjnay serve consecutive terms if re-elected upon the expiration of his term.

|
The|

period for lodgement of written notice of an intention to nominate a candidate of

director énd that of a willingness to accept the nomination by the candidate shall commence no

|
earlier thian the day after the despatch of the notice of the meeting for election of the relevant

director '(:md end no later than 7 days prior to the date of such meeting.

The

chairman and vice chairman (or vice chairmen) of the board shall be elected and

|
removed by the approval of more than half of all the directors of the board. The chairman of the

board an(gi vice chairman (or vice chairmen) of the board shall serve a term of 3 years and may

serve consecutive terms if re-elected upon the expiration of their terms.

|
|

Subﬁect to compliance with relevant laws and regulations, any director may be removed by

ordinary %resolution before the expiry of his term of office (but without prejudice to any claim

for damafges under any contract).

An}jf

person who has been appointed by the board to fill up the temporary vacancy in the

. o . . .
board of directors or to be an additional director shall serve a term lasting until the date of next

" annual stixareholders’ general meeting and may serve consecutive terms if re-elected upon the

. N s
explratlop of his term.

!
Notii
the boardj

the boar(“l

more than 2 persons of the chairman of the board, vice chairman (or vice chairmen) of
and executive directors of the Company may be senior management staff (chairman of

, vice chairman and executive director) of the controlling organizations.

Diréactors need not be the shareholders of the Company.”

|
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Article 118

“

In this Article, “ ... are eight vice presidents” be amended to “... are certain vice presidents”.

Other content of this article shall remain unchanged.

Article 138

The existing Article 138 be deleted in its entirety and replaced with the following:

“A director, a supervisor, the general manager, a deputy general manager and other senior
management staff of the Company shall not direct any of its associates (which shall have the
same meaning as in the Listing Rules) to do such things or take such actions that such director,
supervisor, general manager, deputy general manager or other senior management staff is not
allowed to do under any applicable law or regulation, the Articles of Association of the Company
or otherwise.”

6. EGM

As more time is required to prepare this Circular and to compile the historical utilization of the
annual limit in the Existing Waiver and the projected figures for the New Proposed Annual Cap, the
EGM will be postponed from 28 October 2004 to 5 November 2004, Other arrangements, including
place and specific time of meeting, agenda for the meeting and record date of 28 October 2004 for the
EGM, will remain unchanged.

The notice convening the EGM was published and despatched to Shareholders on 24 August
2004, which notice has been amended by a further notice published and despatched to Shareholders
on 21 October 2004. The notice, as amended, is attached hereto. The EGM will be held at
Multi-function Conference Room 3/F., CNOOC Plaza, No. 6, Dongzhimenwai Xiaojie, Beijing on 5
November 2004 at 10:00 a.m. for the purpose of considering and, if thought fit, approving the
Agreement and the amendment of the Articles of Association of the Company. CNOOC, which owns
65% of the issued capital of the Company, will abstain from voting at the EGM in respect of the
Agreement and the Non-Exempt Continuing Connected Transactions pursuant to the Listing Rules.

A form of proxy for use at the EGM is enclosed herewith. Whether or not you are able to attend
the EGM in person, you are requested to complete and return the form of proxy in accordance with
the instructions printed thereon, in the case of a holder of Domestic Share(s), to the registered office
of the Company at 65/F, 1 Garden Road, Hong Kong and, in the case of a holder of H Share(s), to
Computershare Hong Kong Investor Services Limited at 46th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong as soon as possible but in any event no later than 24 hours before
the time appointed for the holding of the EGM. Completion and return of the form of proxy will not
preclude you from attending and voting at the EGM should you wish.
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7. PROCE]i)URES FOR DEMANDING A POLL
|
Pursuant|to Article 76 of the Company’s Articles of Association, a resolution put to the vote of
a general meeting of the Shareholders shall be decided on a show of hands unless a poll is (before or
after any vote by a show of hands) demanded:
(1) by t:he chairman of the meeting;

(i1) at IFast two Shareholders with voting rights or their proxies; or

(iii) one or several Shareholders (including proxies) holding totally or separately 10 percent or

more of the shares carrying the right to vote at the meeting.
|

i
l
{

In accord;ance with Rule 13.39(4) of Listing Rules, the chairman of the EGM will demand a poll
in relation to the ordinary resolution for approving the Non-Exempt Continuing Connected

Transactions énd the Agreement at the EGM.

8. ADDITI:ONAL INFORMATION
!

L ,
Your attention is drawn to the letter from the Independent Board Committee set out on pages 17
and 18 of this{Circular which contains its recommendation to the Independent Shareholders as to the
x
voting at the EGM regarding the Non-Exempt Continuing Connected Transactions and the Agreement.

|
Your att%ntion is also drawn to the letter from Quam set out on pages 19 to 29 of this Circular,
which containjs, among others, its advice to the Independent Board Committee and the Independent
Shareholders i"n relation to the Non-Exempt Continuing Connected Transactions and the Agreement as
well as the principal factors and reasons considered by it in concluding its advice.

|
Your attiention is also drawn to the additional information set out in the appendices to this

Circular.

Yours faithfully,

By order of the Board
China Qilfield Services Limited
1 Fu Chengyu
| Chairman

| — 16 —
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. COSL

CHINA OILFIELD SERVICES LIMITED
=~ g AR BREERA T

{Incorporated in the People’s Republic of China as a joint stock limited liability company)

Independent Board Committee
Gordon C.K. Kwong
Andrew Y. Yan

Simon X. Jiang
21 October 2004

To the Independent Shareholders

Dear Sir or Madam,

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

We refer to the circular dated 21 October 2004 of the Company (the “Circular”) of which this
letter forms a part. Terms defined in the Circular shall have the same meanings when used herein
unless the context requires otherwise.

As CNOOC owns an aggregate of 65% of the issued share capital of the Company, transactions
between the Group and CNOOC Group constitute connected transactions for the Company and the
Group under the Listing Rules and are subject to approval from the Independent Shareholders.

In view of your interest, we have been formed to advise the Independent Shareholders as to the
fairness and reasonableness in relation to the Agreement and the Non-Exempt Continuing Connected
Transactions, details of which are set out in the Letter from the Board in the Circular. Quam has been
appointed as the independent financial adviser to advise the IBC and the Independent Shareholders in
this respect. We wish to draw your attention to the letter from Quam as set out on pages 19 to 29 of
this Circular.
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i

Having ta‘zken into account the information set out in the letter from the Board and the principal
factors, reasonjs and recommendations set out in the letter from Quam, we consider the terms of the
Agreement and1 the Non-Exempt Continuing Connected Transactions to be fair and reasonable insofar
as the Independent Shareholders are concerned and believe that the Agreement and the Non-Exempt
Continuing Coinnected Transactions are in the interests of the Company and its Shareholders as a
whole. Accordingly, we recommend that the Independent Shareholders should vote in favour of the
resolutions to be proposed at the EGM to approve the Agreement and the Non-Exempt Continuing

Connected Trapsactions.
{

Yours faithfully,
Independent Board Committee

Gordon C.K. Kwong
Independent non-executive director

Andrew Y. Yan
Independent non-executive director

‘ Simon X. Jiang
i’ Independent non-executive director
|
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The following is the full text of the letter from Quam, which has been prepared for the purpose
of incorporation in this Circular, setting out its advice to the IBC and the Independent Shareholders
in respect of the Agreement and the Non-Exempt Continuing Connected Transactions (including the
New Proposed Annual Cap).

(7 Quam Capital Limited % & %% £ X MAHRA A
Financial Services Group A Member of The Quam Group

FEFREITHEIRERESEELITRE3208E
Room 3208, Gloucester Tower, The Landmark, 11 Pedder Street, Central, Hong Kong

21 October 2004

The Independent Board Committee
China Oilfield Services Limited
65/F., Bank of China Tower

| Garden Road

Hong Kong

Dear Sir or Madam,

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

We refer to our engagement as the independent financial adviser to advise the IBC and the
Independent Shareholders with respect to the Agreement and the New Proposed Annual Cap relating
to the Non-Exempt Continuing Connected Transactions. Details of the Non-Exempt Continuing
Connected Transactions are contained in the letter from the Board (the “Letter from the Board”) in the
circular dated 21 October 2004 (the “Circular”) issued to the Shareholders, of which this letter forms
part. This letter has been prepared for inclusion in the Circular and the terms used in this letter shall
have the same meanings as defined in the Circular unless the context otherwise requires.

The IBC, comprising of the three independent non-executive Directors, namely Messrs. Gordon
C. K. Kwong, Andrew Y. Yan and Simon X. Jiang, have been established to advise the Independent
Shareholders in respect of the Non-Exempt Continuing Connected Transactions. As independent
financial adviser, our role is to give an independent opinion to the IBC and the Independent
Shareholders as to whether the terms and conditions of the Agreement and the Non-Exempt Continuing
Connected Transactions (including the New Proposed Annual Cap) are fair and reasonable so far as
the Independent Shareholders are concerned and in the interests of the Company and the Independent
Shareholders as a whole.

In formulating our opinion with regard to the Agreement and the Non-Exempt Continuing
Connected Transactions (including the New Proposed Annual Cap), we have relied on the information
and facts supplied, representations made and opinions expressed by the Company, its Directors,
advisers and representatives for which they are solely responsible. We have assumed that all such
information and representations and those contained or referred to in the Circular were true, accurate
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|
|

and complete at the time they were made and continue to be so at the date of this letter. We have also
assumed that 25111 statements of belief, opinion and intention of the Directors and the Company’s
advisers were reasonably made after due and careful enquiry. We have been advised by the Directors
that, having made all reasonable enquiries and to the best of their knowledge and belief, there were
no material fa;cts the omission of which would make any statement or opinion contained in the
Circular, inclu(;iing this letter, misleading.

We consicjier that we have been provided with, and we have reviewed, sufficient information to
enable us to réach an informed view and to justify our reliance on the accuracy of the information
provided to usjand those contained in the Circular so as to provide a reasonable basis for our advice.
We have no re%ason to suspect that any material facts or information have been omitted or withheld
from the infor:mation supplied or opinions expressed to us nor to doubt the truth, accuracy and
completeness ?f the information and representations provided, or the reasonableness of the opinions
expressed, to us by the Company, its Directors, advisers and representatives. We have not, however,
carried out any independent verification of the information provided to us by the Company, its
Directors, advisers and representatives, nor have we conducted any independent in-depth investigation

|
into the business and affairs or future prospects of the Group and those of the CNOOC Group.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS
|

Pursuant {to the notice of EGM dated 24 August 2004 and revised notice dated 20 October 2004,
the Directors a}innounced that the Company would put to the vote by the Independent Shareholders at
the EGM a ]‘resolution regarding the Agreement and the Non-Exempt Continuing Connected
Transactions (i}ncluding the New Proposed Annual Cap). CNOOC currently owns an aggregate of 65%
of the issued skilare capital of the Company, and transactions between the CNOOC Group and the Group
therefore consjtitute connected transactions for the Company under the Listing Rules and are subject

|
to approval from the Independent Shareholders.

J
|
PRINCIPAL ]jFACTORS AND REASONS CONSIDERED
|
In arriviqg at our advice in respect of the Agreement and the New Proposed Annual Cap relating

to the Non-Ex;empt Continuing Connected Transactions, we have taken into consideration, inter alia,
the following {principal factors and reasons:

|
1. Background of and reasons for the Agreement and the New Proposed Annual Cap

relating éto the Non-Exempt Continuing Connected Transactions
|
Prior to the Restructuring of CNOOC and establishment of the Company, the members of the
CNOOC Grox{p and the Group operated as an integrated organisation which undertook numerous
intra-group tre‘{nsactions each year. As a consequence of the Restructuring and following the listing of
the Company’s shares on the Stock Exchange, a number of transactions which had been entered into
and which wefre to be entered into between the Group and the CNOOC Group constituted connected

transactions f(j)r the Company under the Listing Rules.
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The Group is principally engaged in the provision of oilfield services in the offshore PRC
market. Its services cover each phase of the exploration, development and production of offshore oil
and natural gas. The CNOOC Group is a dominant leader in the exploration and production activities
with international oil and gas companies offshore PRC, and it'is the largest producer of offshore crude
oil in the PRC.

Given the above, a substantial portion of the Group’s total annual turnover has been accounted
by the provision of services to the CNOOC Group. For each of the two financial years ended 31
December 2003 and the six months ended 30 June 2004, the aggregate revenues derived from the
Group’s provision of services to the CNOOC Group accounted for around 64.68%, 64.92% and 78.42%
of its consolidated total turnover respectively.

In view of the leading market position of the CNOOC Group and its historical relationship with
the Group, the Group has been providing the CNOOC Group with materials, utilities, labour and
ancillary services, some of which may not be available from independent third parties or on
comparable terms offered by the CNOOC Group. The annual aggregate fees paid by the Group for the
purchases from the CNOOC Group and the provision of utilities, labour and ancillary services by the
CNOOC Group, accounted for around 7.61%, 4.56% and 6.12% of its total annual operating expenses
for each of the two financial years ended 31 December 2003 and the six months ended 30 June 2004.

Given the Group’s business nature and the dominant market position of the CNOOC Group, it is
reasonable to expect that the Non-Exempt Continuing Connected Transactions will continue to take
place on a regular basis in the Group’s ordinary and usual course of business in future.

The Stock Exchange granted a 3-year conditional waiver to the Company from strict compliance
with the relevant requirements of the Listing Rules in relation to the Non-Exempt Continuing
Connected Transactions at the time of the IPO in 2002. The Existing Waiver will expire on 31
December 2004 and accordingly, the Company is seeking the Independent Shareholders’ approval for
the Agreement and the Non-Exempt Continuing Connected Transactions (including the New Proposed
Annual Cap).

Based on the foregoing, we are of the view that it will be in the interests of the Company and
the Shareholders as a whole to have the Agreement in place and to adopt the New Proposed Annual
Cap for the Non-Exempt Continuing Connected Transactions as that would help to facilitate the

smooth operations and future development of the Group’s business in the next three financial years.
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2. Nature of the Non-Exempt Continuing Connected Transactions and the principal terms
of the Agreement
|

| . . .
Set out below are the nature of the Non-Exempt Continuing Connected Transactions

contemplated under the Agreement.

Provision: by the Group of offshore oilfield services to CNOOC Group
The{Group from time to time provides offshore oilfield services, including iabour services,
to CNOO:C and its associates, including CNOOC Limited, in connection with their offshore oil
and gas ejxploration, development and production activities.
‘}

The“Directors have confirmed that since the IPO, the Group has offered its offshore oilfield
services t{o CNOOC Limited at prices that were based on arm’s length negotiations and reflected
considerajtions such as volume of sales, length of contracts, package of services, overall customer
relationslilip and other market factors. Any discounts offered to CNOOC Limited were also made
available;‘to other customers whose volume of business and contract terms were similar to those

of CNOQC Limited.

|
|

Provisimfi by CNOOC Group of materials, utilities, labour and ancillary services to the Group
!

MeI{nbers of the CNOOC Group from time to time provide the Group with materials,
utilities, i;labour and ancillary services, some of which may not be available from independent
third part;!ies or available on comparable terms offered by the CNOOC Group. Details of the types
of materil‘als and nature of services provided by the CNOOC Group are disclosed in section 3 of
the Lettejr from the Board contained in the Circular.

Provisior’Jz by CNOOC Group of office and production premises and related property
managerﬁzent services to the Group
}

In the past, the Group has entered into a number of separate lease and property management
agreemeﬁts with the CNOOC Group. Details of each of these agreements are disclosed in section
3 of the ietter from the Board contained in the Circular. We were advised by the management
of the Company that the Group will continue to enter into further leases from time to time on
normal commercial terms with the CNOOC Group, subject to the New Proposed Annual Cap, as

required by the future expansion of its operations.
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Provision of depositary and transaction settlement services by CNOOQOC Finance
Corporation Limited to the Group

The Group from time to time utilises the depositary and transaction settlement services
available from CNOOC Financial Corporation Limited, a subsidiary of CNOOC. CNOOC
Financial Corporation Limited is a non-bank financial institute providing services to members of
the CNOOC Group. Its financial services and products cover Rmb and foreign exchange savings,
loans, internal account transfer and settlement, guarantee, capital management, securities
investment and financial advisory services. The services provided to the Group include the
Company’s cash deposits and settlement services for transactions concluded between the Group

and its customers.

We have reviewed the principal terms and conditions of the Agreement. It is noted that in relation
to the respective considerations for the Non-Exempt Continuing Connected Transactions contemplated
under the Agreement, it is stipulated in the Agreement that such considerations shall be based on the
pricing policies of the Group, with reference to the prevailing local market conditions and other
factors, including, where appropriate, market demand, volume of sales, market rates for equipment,
materials and accessories used, complexity of the technology required, associated labour costs as well
as historical transactions and overall customer relationship.

It should also be noted that the aforementioned pricing bases are further subject to the conditions
stipulated in the Agreement that the Non-Exempt Continuing Connected Transactions will be entered
into in the usual and ordinary course of the Group’s business and either on (i) normal commercial
terms or (ii) if there is no available comparison, on terms no less favourable to the Group than terms
available to/from independent third parties, as the case may be.

In view of the foregoing, we are of the view that the Non-Exempt Continuing Connected
Transactions contemplated under the Agreement are within the usual and ordinary course of the
Group’s business and the relevant members of the CNOOC Group, and that the principal terms and in
particular the pricing are fair and reasonable so far as the Independent Shareholders are concerned and
are in the interest of both the Company and the Independent Shareholders as a whole.

— 23




LETTER FROM QUAM

|
3. The New|Proposed Annual Cap
\

j
. . .

The annual limit for the Non-Exempt Continuing Connected Transactions under the

Existing Waive‘%r

Set out below are details of the actual amount of each of the Non-Exempt Continuing Connected

[ .
Transactions for the two financial years ended 31 December 2003 and the six months ended 30 June
2004 (the “Rel:evant Period”) as compared with the relevant annual limits under the Existing Waiver.

|
J
|

| For the 12 months For the 6 months
Categofy of the ended 31 December ended 30 June  Annual limits in the
Non-Ex"empt Continuing 2002 2003 2004  Existing Waiver
Connected Transactions Rmb million Rmb million Rmb million  Rmb million
I
A. Provisicln by the Group of offshore 1,762 1,975 1,333 2002: 2,100
oilfield‘services to the CNOOC 2003 2,940
Group | 2004: 4,120
|
|
B. Provisién by Magcobar of offshore 1 13 76 2002: 120
oilfield|services to the CNOOC 2003: 144
Group ‘ 2004: 173
|
f
C. Provision by the CNOOC Group of 160 95 67  2002: 233
materiais, utilities, labour and 2003: 317
ancillar;y support services to the 2004: 382
Group i
D. Provision by the CNOOC Group of 3 3 2 2002: 6
materials, utilities, labour and 2003: 8
ancillar;‘y support services to 2004: 10
Magcot}aar
|
|
E. Provision by the CNOOC Group of 8 17 16 2002: 15
office énd production premises and 2003: 20
relatediproperty management 2004: 26
service% to the Group (including
Magcoi)ar)
|
E. Provisij{on of depositary and 73* 255% 209*  10% of the audited
transaction settlement services by consolidated total
CNOOb Finance Corporation turnover of the Company
Limitea to the Group in the immediately

" preceding fiscal year in

‘ respect of its total daily
11 outstanding deposits plus
% interest income

i

*  The amofzunt stated represented the maximum daily balance plus interest for deposits placed with CNOOC Finance Corporation Limited
in respeét of the depositary and transaction settlement services for the each of the two years ended 31 December 2003 and the six
months e;nded 30 June 2004.

— 24 —




LETTER FROM QUAM

The New Proposed Annual Cap

Set out below is a summary of the New Proposed Annual Cap for each of the Non-Exempt
Continuing Connected Transactions for each of the three financial years ending on 31 December 2007
as well as their respective basis of determination:—

Category of the

Non-Exempt Continuing ‘

Connected Transactions New Proposed Annual Cap  Basis of determination
Rmb million

A. Provision by the Group of  2005: 4,120 An estimated annual growth rate of
offshore oilfield services 2006: 5,768 40% based on the expected continued
to the CNOOC Group 2007: 8,075 growth of CNOOC and its associates

which would in turn lead to more
opportunities for the Group to
provide them with offshore oilfield
services and other related services.

B. Provision by Magcobar of  2005: 208 An estimated annual growth rate of
offshore oilfield services 2006: 249 20% based on the expected steady
to the CNOOC Group 2007: 299 growth of the business of Magcobar.

C. Provision by the CNOOC  2005: 382 An estimated annual growth rate of
Group of materials, 2006: 458 20% based on the expected steady
utilities, labour and 2007: 550 growth of the Group’s business.

ancillary support services
to the Group

D. Provision by the CNOOC  2005: 10 | An estimated annual growth rate of
Group of materials, 2006: 13 25% based on the expected steady
utilities, labour and 2007: 16 growth of the business of Magcobar.

ancillary support services
to Magcobar

E. Provision by the CNOOC  2005: 36 An estimated annual growth rate of
Group of office and 2006: 51 40% based on the expected steady
production premises and 2007: 71 growth of the Group’s business.

related property
management services to
the Group (including
Magcobar)
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|
Categ@ry of the
Non-Exempt Continuing
Connected Transactions New Proposed Annual Cap Basis of determination

| Rmb million

F. Provis%ion of depositary 2005: the lower of 1,048 or The new caps take into account the
and tr%insaction settlement 40% of the Group’s Group’s business growth and are
services by CNOOC audited consolidated necessary for the Group to manage
Finan(‘!:e Corporation turnover for the year its funds more efficiently and to
Limited to the Group ended 31 December reduce its expense overlays.

! 2004

2006: the lower of 1,117 or
40% of the Group’s
audited consolidated
turnover for the year
ended 31 December
2005

2007: the lower of 1,323 or

‘ 40% of the Group’s

1 audited consolidated

turnover for the year

" ended 31 December

|

2006

Analysis of thtja bases of determination for the New Proposed Annual Cap

In our aséessment of the reasonableness of the New Proposed Annual Cap, we have taken into
consideration t%he representation and projection of the Company’s management regarding the Group’s
future develop:ment and needs for the three financial years ending 31 December 2007. We have
analysed the historical volumes of the Non-Exempt Continuing Connected Transactions conducted by
the Group agaﬂnst the relevant annual caps set under the Existing Waiver during the Relevant Period
(the “Utilisatic;m Rate”). We have reviewed the proposed new annual caps for the year ending 31
December 2005 (the “Proposed 2005 Annual Caps”™) as compared to the annual caps for the year
ending 31 Det}:ember 2004 under the Existing Waiver (the “2004 Annual Caps”). We have also
reviewed all th“!e assumptions made by the Board in respect of the New Proposed Annual Cap and are
of the view th%\t they have been prepared with due care and diligence by the Directors.

For the bj]on-Exempt Continuing Connected Transactions (A), (C) and (D) described above, the
Utilisation Rat?e for the six months ended 30 June 2004 is relatively low ranging from 17.5% to 32.4%,
even taken int“o account of the fact that the recorded volume for that period only represented a
half-year figure. Nevertheless, given the dominant position of the CNOOC Group, the Group’s major
customer, in the offshore crude oil industry, the CNOOC Group and hence the Group both have
significant potential opportunities for further expansion and development of its business and
operations. To|adjust the New Proposed Annual Cap to a lower level based on the historical utilisation
of the Existing Caps alone would limit the ability of the Group to seize future business opportunities
in its ordinary| and usual course, and may have adverse impact on the Group’s potential growth. As
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such, we are of the view that it is prudent and reasonable for the Company to set the Proposed 2005
Annual Caps for these Non-Exempt Continuing Connected Transactions at the same level as the
relevant 2004 Annual Caps. For the same reasons, we are of the view that it is in the interest of both
the Company and the Independent Shareholders that the respective annual growth rate represented by
the New Proposed Annual Cap for each of these Non-Exempt Continuing Connected Transactions is
maintained at the same level or slightly lower as that represented by the relevant annual caps under
the Existing Waiver.

For the Non-Exempt Continuing Connected Transactions (B) and (E) described above, the
Utilisation Rate for the six months ended 30 June 2004 was 43.9% to 61.5% respectively, which was
relatively high especially in the light of the fact that the recorded volume for that period only
represented a half-year figure. Hence, we consider it reasonable that the Proposed 2005 Annual Caps
for these Non-Exempt Continuing Connected Transactions are set at a higher level when compared to
the relevant 2004 Annual Caps. It is also noted that the respective annual growth rate represented by
the New Proposed Annual Cap for each of these two Non-Exempt Continuing Connected Transactions
1s equal to or slightly higher than that represented by the relevant annual caps under the Existing
Waiver. Given the historical increase in the volume of these two Non-Exempt Continuing Connected
Transactions described above, we are of the opinion that the aforementioned bases are reasonable.

For the Non-Exempt Continuing Connected Transactions (F), it is noted that that the Proposed
2005 Annual Caps are substantially higher than that of the recorded figures for the Relevant Period
discussed above. Nevertheless, as the Proposed 2005 Annual Caps will allow the Group more
flexibility to manage its funds in an efficient manner in order to reduce its transactional expense
overlays, and that it is subject to the actual performance of the Group by limiting to 40% of the
Group’s audited consolidated total turnover in the immediately preceding financial year, we are of the
view that the proposed basis is reasonable.

Based on the foregoing, we are of the opinion that the New Proposed Annual Cap is fair and
reasonable so far as the Independent Shareholders are concerned and in the interest of both the
Company and the Independent Shareholders as a whole.

4.  Conditions of the Agreement

It is noted that the Agreement contains the following conditions in relation to the Non-Exempt
Continuing Connected Transactions:—

(a) The Non-Exempt Continuing Connected Transactions shall be:—
¢ entered into by the Group in the ordinary and usual course of its business;
® conducted either on normal commercial terms or, if there are no sufficient comparable
transactions to judge whether they are on normal commercial, on terms that are no less

favourable to the Group than terms available to/from independent third parties; and

s entered into in accordance with the Agreement and on terms that are fair and
reasonable and in the interests of the Shareholders as a whole;
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(b)

()

(d)

(e)

()

Brief details of the Non-Exempt Continuing Connected Transactions will be disclosed in
the Company’s next and each successive annual report, each accompanied with a statement
of opinion of the independent non-executive Directors in such manner as referred to in
parafgraph (c) below;

1

[

The %ndependent non-executive Directors will review annually the Non-Exempt Continuing
Connected Transactions, and will confirm in the Company’s annual report for the financial
year‘J in question that the Non-Exempt Continuing Connected Transactions under their
reviefw were conducted in the manner as stated above;

|

|
The auditors of the Company will review annually the Non-Exempt Continuing Connected

Tranisactions, and confirm in a letter to the Board (a copy of which letter will be provided

to the Stock Exchange at least 10 business days prior to the bulk printing of the annual
repo\’rt of the Company) in respect of each relevant period, during which the Non-Exempt

Contjinuing Connected Transactions were conducted, stating that:

1
i
|

(i) ‘fthe Non-Exempt Continuing Connected Transactions have been approved by the
| Board,;

| . _ o
I the Non-Exempt Continuing Connected Transactions have been entered into in

accordance with the terms of the Agreement;
|

(iii) | the value of the Non-Exempt Continuing Connected Transactions has not exceeded the

(ii)

| respective New Proposed Annual Cap; and
|
(iv)| the Non-Exempt Continuing Connected Transactions have been entered into in
{ accordance with the pricing policy of the Group,

1 .

and |where for whatever reasons, if the auditors of the Company decline to accept the
engz‘igement or are unable to provide the auditors’ letter, the Board will contact the Listing

Division of the Stock Exchange immediately;

Thef Company will, and will procure the CNOOC Group to, provide the auditors of the
Confnpany with full access to the relevant records of the Non-Exempt Continuing Connected
Transactions for the purpose of the auditors’ review as referred to in paragraph (d) above;
andl'

Thei Company will comply with the applicable provisions of the Listing Rules governing
com:'iected transactions or will apply for waiver from strict compliance with the relevant
requirements in the event that the total amount of the Non-Exempt Continuing Connected
Transactions exceeds the relevant New Proposed Annual Cap, or that there is any material
arnq'ndment to the terms of the Agreement.

|

Given th%: above, we are of the opinion that there will be sufficient procedures and arrangements
in place to ensiure that the Non-Exempt Continuing Connected Transactions will be conducted on terms
that are fair a\r‘1d reasonable so far as the Independent Shareholders are concerned.
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RECOMMENDATION

Having taken into account the principal factors and reasons as discussed above, and in particular
the following:—

. the background and nature of the Non-Exempt Continuing Connected Transactions and
reasons for the entering into the Agreement;

J the basis of determination of the New Proposed Annual Cap;
. the basis of the considerations for the Non-Exempt Continuing Connected Transactions; and
. the conditions stipulated under the Agreement,

we consider that the terms and conditions of the Agreement and the Non-Exempt Continuing
Connected Transactions (including the New Proposed Annual Cap) are fair and reasonable so far as
the Independent Shareholders are concerned and are in the interests of the Company and the
Independent Shareholders as a whole.

Accordingly, we advise the IBC to recommend the Independent Shareholders to vote in favour
of the ordinary resolution to be proposed at the EGM to approve the Agreement and the New Proposed
Annual Cap relating to the Non-Exempt Continuing Connected Transactions.

Yours faithfully,
For and on behalf of

Quam Capital Limited
Richard D. Winter Karen C. Wong

Managing Director Director
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APPENDIX ;I GENERAL INFORMATION

1
1. RESPONSIBILITY STATEMENT

i
i
|

This Circ1§ilar includes particulars given in compliance with the Listing Rules for the purpose of
giving informatiion with regard to the Company. The Directors collectively and individually accept full
responsibility fior the accuracy of the information contained in this Circular and confirm, having made
all reasonable e;:nquiries, that to the best of their knowledge and belief, there are no other facts the
omission of whiich would make any statement herein misleading.

|
2, DIRECT(i)RS’ INTERESTS AND SHORT POSITION
1

As at the {Latest Practicable Date, none of the Directors, chief executive or supervisors of the
Company held ény interest or short position in the shares, underlying shares and debentures (including
options) of the,“1 Company or any of its associated corporation (within the meaning of the SFO)
notifiable to thfe Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including‘ interests and short positions which they were taken or deemed to have under such
provisions of tfle SFO) or which were required, pursuant to Section 352 of the SFO, to be entered in
the register ref;erred to therein, or which were required, pursuant to the Model Code for Securities
Transactions b}:f Directors of Listed Companies of the Listing Rules, to be notified to the Company and

the Stock Exchjange.

|

|
3. SUBSTANTIAL SHAREHOLDERS
i

]
As at the Latest Practicable Date, according to the register of interest kept by the Company under
Section 336 Of%the SFO and so far as was known to the Directors or chief executive of the Company,
the following are details of the persons (other than a director, supervisors or chief executive of the

|
Company) who had an interest or short position in the shares (including options) or underlying shares

!
in the Company which would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO, or who were, directly or indirectly, interested in 10% or more of the
nominal value iof any class of share capital (including any options in respect of such capital) carrying

rights to vote in all circumstances at general meeting of any other member of the Group:

Approximate Approximate

percentage in percentage of

| the respective the issued

| class of share share capital

Capacity and Number and capital of the of the

Name nature of interest Class of shares Company Company
(Long position)

China National Directly beneficially 2,460,468,000 100.00% 61.58%
Offshofe 0il owned domestic shares

Corporjation

|
|
| — 30 —
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Approximate Approximate
percentage in percentage of
the respective the issued
class of share share capital

Capacity and Number and capital of the of the

Name nature of interest Class of shares Company Company
(Long position)

J.P. Morgan Chase Directly beneficially 242,276,000 15.78% 6.07%
& Co. owned H shares

Through a controlled 143,027,000 9.32% 3.58%
corporation (note a) H shares

The Capital Group Directly beneficially 212,048,800 13.82% 5.31%
Companies, Inc. owned H shares

J.P. Morgan Chase Directly beneficially 143,027,000 9.32% 3.58%
Bank owned (note a) H shares

Morgan Stanley Directly beneficially 121,389,000 7.91% 3.04%
owned H shares

Government of Directly beneficially 77,139,000 5.03% 1.93%
Singapore Investment owned H shares

Corporation Pte. Ltd.

Note:

(a)  The ordinary shares are held by I.P. Morgan Chase Bank. which is wholly owned by J.P. Morgan Chase & Co.

Save as disclosed above, according to the register of interests kept by the Company under Section

336 of the SFO and so far as was known to the Directors or chief executive of the Company, there was

no other person who, as at the Latest Practicable Date, had an interest or short position in the shares

or underlying Shares which would fall to be disclosed to the Company under the provisions of

Divisions 2 and 3 of Part XV of the SFO, or, who was, directly or indirectly, beneficially interested

in 10% or more of the nominal value of any class of share capital carrying rights to vote in all

circumstances at general meeting of any member of the Company or in any options in respect of such

capital.
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|
1
|

4, PROFESSIONAL QUALIFICATION AND CONSENT
|

|
1‘
The follo;wing is the qualification of the expert who has given its opinion or advice which is
contained in th:is Circular:
i

Name Qualification

Quam Calpital Limited a deemed licensed corporation under the
| SFO and engaged in types 4 (advising on
securities), 6 (advising on corporate
finance) and 9 (asset management)
regulated activities

(a) Quagl is not beneficially interested in the share capital of any member of the Group and has
no r:ight, whether legally enforceable or not, to subscribe for or to nominate persons to

|

subscribe for securities in any member of the Group.
| _ , . ,
(b) Quam has given and has not withdrawn its written consent to the issue of this Circular with
incl‘hsion of its opinion and the reference to its name included herein in the form and
context in which it appears.
i

5. OTHER iNTERESTS OF THE DIRECTORS
|
As at the! Latest Practicable Date:
(1) nonga of the Directors had any direct or indirect interest in any assets which have been, since
the }'date to which the latest published audited accounts of the Group were made up, acquired
or disposed of by, or leased to any member of the Group, or are proposed to be acquired

or d:isposed of by, or leased to, any member of the Group; and

(i1) none of the Directors was materially interested in any contract or arrangement entered into

by ény member of the Group which contract or arrangement is subsisting as at the date of

this| circular and which is significant in relation to the business of the Group.
i

(iii) nonie of the Directors had any competing interests that would be required to be disclosed
under Rule 8.10 of the Listing Rules if he was a controlling shareholder.

|
{

|
6. MATERjIAL ADVERSE CHANGE

i
As at the Latest Practicable Date, the Directors are not aware of any material adverse change in
the financial ojr trading positions of the Company since 31 December 2003, the date to which the latest

published audited financial statement of the Company were made up.
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7. SERVICE CONTRACT
As at the Latest Practicable Date, each of the independent non-executive Directors has entered
into a service contract with the Company for a term of three years, renewable upon re-election. Each
of the independent non-executive Directors receives a basic remuneration of RMB200,000 per year.
Apart from the foregoing, no Director or supervisor has a service contract with the Company
which is not terminable by the Company within one year without payment of compensation, other than
statutory compensation.
8. GENERAL
(a) The secretary of the Company is Chen Weidong.
(b) The Company has not appointed a qgualified accountant as required by Rule 3.24 of the
Listing Rules and details of the delay in appointment of the qualified accountant are set out
in the Company’s announcement dated 30 September 2004.
(c) The principal share register and transfer office is Computershare Hong Kong Investor
Services Limited at 46th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong

Kong.

(d) In the event of inconsistency, the English language text of this Circular shall prevail over
the Chinese language text.

9. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal business hours
at the offices of Sidley Austin Brown & Wood at 39th Floor, Two International Finance Centre, 8
Finance Street, Central, Hong Kong from the date of this Circular up to and including 7 November
2004:

(a) the articles of association of the Company;

(b) the Agreement;

(c) the letter of recommendation from the IBC, the text of which is set out on pages 17 to 18
of this Circular;

(d) the letter issued by Quam, the text of which is set out on pages 19 to 29 of this Circular;
(e) the written consent of Quam referred to in paragraph 4 of this appendix;
(f) the annual report of the Company for the two years ended 31 December 2002 and 2003; and

(g) the interim report of the Company for the six months ended 30 June 2004.




APPENDIX I1 NOTICE OF EGM

(- cosL

CHINA OILFIELD SERVICES LIMITED
A —— rEhEBRERGER AT

(Incorporated in the People’s Republic of China as a joint stock limited liability company)

|
The Extriaordinary General Meeting (“EGM”) of China Oilfield Services Limited (the
“Company”) will be held on 5 November 2004 (Friday) at 10:00 a.m. at Multi-function Conference
Room, 3/F., CNOOC Plaza, No. 6, Dongzhimenwai Xiaojie, Beijing for the following purposes:
|

J
By way of Ordinary Resolutions:

1. To cjonsider and approve the distribution of 2004 special interim dividend.

|

i

2. To consider and approve the resolution regarding the cap amount of connected transactions
froml‘ 1 January 2005 until 31 December 2007.

By way o{f Special Resolutions:
?
| . . . -
3. To approve the resolution regarding the amendment of the articles of association of the
Company and to authorise the Board to file these amendments with the relevant
|

depafrtments of the People’s Republic of China upon approval.
i

PROPOSED AfMENDMENTS TO THE ARTICLES OF ASSOCIATION OF COSL

In accordance with the amendments to the Rules Governing the Listing of Securities on The
Stock Exchang!e of Hong Kong Limited, the Company intends to make corresponding amendments to

Articles 75, 975, 102 and 138. An additional amendment to Article 118 is also proposed. The proposals

are as follows:;‘
.
Article 75 |
|
|

The existging Article 75 be deleted in its entirety and replaced with the following:

“When sk;lareholders (including proxies) vote at the shareholders’ general meeting, they shall
exercise their yoting rights according to the number of voting shares that they represent. Each share

shall have one (1) vote.

l

i
|
Where any shareholder is, under the Listing Rules, required to abstain from voting on a particular
resolution or r':estricted to voting only in favour of or against any particular resolution, any votes cast
by or on behaif of such shareholder in contravention of such requirement or restriction shall not be

counted.”

|
i
|
|
I
i
|
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Article 97

The existing Article 97 be deleted in its entirety and replaced with the following:

“Resolutions of a meeting of shareholders of different classes may be passed only by more than
two-thirds of the voting rights of that class represented at the meeting in accordance with Article 96
hereof.

Where any shareholder is, under the Listing Rules, required to abstain from voting on a particular
resolution in a class meeting or restricted to voting only in favour of or against any particular
resolution in a class meeting, any votes cast by or on behalf of such shareholder in contravention of
such requirement or restriction shall not be counted.”

Article 102
The existing Article 102 be deleted in its entirety and replaced with the following:

“Directors shall be elected at shareholders’ general meeting and serve a term of 3 years. A
director may serve consecutive terms if re-elected upon the expiration of his term.

The period for lodgement of written notice of an intention to nominate a candidate of director
and that of a willingness to accept the nomination by the candidate shall commence no earlier than
the day after the despatch of the notice of the meeting for election of the relevant director and end no
later than 7 days prior to the date of such meeting.

The chairman of the board and vice chairman (or vice chairmen) of the board shall be elected and
removed by the approval of more than half of all the directors of the board. The chairman of the board
and vice chairman (or vice chairmen) of the board shall serve a term of 3 years and may serve
consecutive terms if re-elected upon the expiration of their terms.

Subject to compliance with relevant laws and regulations, any director may be removed by
ordinary resolution before the expiry of his term of office (but without prejudice to any claim for
damages under any contract).

Any person who has been appointed by the board of directors to fill up the temporary vacancy
in the board of directors or to be an additional director shall serve a term lasting until the date of next
annual shareholders’ general meeting and may serve consecutive terms if re-elected upon the
expiration of his term.

Not more than 2 persons of the chairman of the board, vice chairman (or vice chairmen) of the
board and executive directors of the Company may be senior management staff (chairman of the board,
vice chairman and executive director) of the controlling organizations.

Directors need not be the shareholders of the Company.”
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Article 118

L . : ,
In this Article, “ ... are eight vice presidents” be amended to

113

. are certain vice presidents”.

Other content of this article shall remain unchanged.

Article 138

|
|
1
{
|

The existibg Article 138 be deleted in its entirety and replaced with the following:

|

“A director, a supervisor, the general manager, a deputy general manager or other senior

\ . . . .
management staff of the Company shall not direct any of his associates (which shall have the same
meaning as in ﬂ;l& Listing Rules) to do such things or take such actions that such director, supervisor,

general managefr, deputy general manager or other senior management staff is not allowed to do under
|
any applicable law or regulation, the Articles of Association of the Company or otherwise.”

By order of the Board
Chen Weidong

Company Secretary

Hong Kong, 244 August 2004 (Amended 20 October 2004)
|

Notes:

(1)

(2)

|

|

I
Holders of t}jle Company’s overseas listed foreign invested shares (in the form of H Shares) whose names appear on the
Company’s I;Qegister of Members maintained by Computershare Hong Kong Investor Services Limited on 28 October
2004 (Thursaay) and representative of China National Offshore Oil Corporation, as holder of the domestic shares of the
Company, m\ie entitled to attend and vote at the EGM.
Shareholder}lof the Company who has the right to attend and vote at the meeting is entitled to appoint in writing one or
more proxiejs, whether a shareholder or not, to attend and vote on his behalf at the EGM. Where a shareholder has
appointed m‘Sore than one proxy to attend the EGM, such proxies may only vote on a poll or a ballot. The instrument
appointing a‘proxy must be in writing under the hand of the appointor or his attorney duly authorized in writing. In case
that an appqinter is a legal person, the power of attorney must be either under the common seal of the legal person or
under the hand of its director or other person, duly authorized. If the instrument appointing a proxy is signed by an
attorney of t“he appointor, the power of attorney authorizing that attorney to sign, or other documents of authorization,
must be notajrially certified. For holders of H Shares, the power of attorney or other documents of authorization and proxy
forms must be delivered to the Company’s registered office at 65/F. Bank of China Tower, 1 Garden Road, Hong Kong,

no less thanj 24 hours before the time appointed for the holding of the EGM in order for such documents to be valid.

|
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(3)

(4)

The Company’s Register of Member will be closed from 28 Septemﬁer 2004 (Tuesday) to 28 October 2004 (Thursday)
(both days inclusive), during which time no transfer of shares will be registered. Transferees of H Shares who wish to
attend the EGM and qualify for entitlement to the 2004 interim dﬁ,vidend referred to above must deliver their duly
stamped instruments of transfer, accompanied by the relevant share certificates, to Computershare Hong Kong Investor
Services Limited by no later than 4:00 p.m. on 27 September 2004 (Monday) for completion of the registration of the

relevant transfer in accordance with the Articles of Association of the Company.
Computershare Hong Kong Investor Services Limited’s address is as follows:

46th Floor, Hopewell Centre
183 Queen’s Road East
Wanchai

Hong Kong

Shareholders or their proxies must present proofs of their identities upon attending the EGM. Should a proxy be
appointed, the proxy must also present copies of his/her Proxy Form, copies of appointing instrument and power of
attorney, if applicable.

The EGM is expected to last not more than one day. Shareholders or proxies attending the EGM are responsible for their

own transportation and accommodation expenses.
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CHINA OILFIELD SERVICES LIMITED
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corporated in the People’s Republic of China as a joint stock limited liability company)

—
~

| Proxy Form for Extraordinary General Meeting

Number of Shares related | H Shares/
i to this proxy form ™ | Domestic Shares*

I(WC) (note 2)

|
of (address) !

being the holder(si) of (@ote D
H Share(s)/ Dome§tic Share(s)* of China Oilfield Services Limited (*COSL” or the “Company”) now appoint @ ®»
i

!
(I.LD. No.: ) of (address)
}

)/ or failing him, the Chairman of the meeting as my (our) proxy to attend
and vote for me (us) on the ordinary and special resolutions in accordance with the instruction(s) below and on my (our) behalf
at the Extraordmary General Meeting (“EGM”) to be held at 10:00 a.m. on 5 November 2004 (Friday) at the Multi-function
Conference Room,i 3/F., CNOOC Plaza, No. 6, Dongzhimenwai Xiaojie, Beijing, China for the purpose of considering and, if
thought fit, passiné those resolutions as set out in the notice convening the said meeting. In the absence of any indication, the
proxy may vote for or against the resolutions or abstain at his own discretion ®°'¢ %),

J
By way of Ordinary Resolutions: For Against
1. To consider land approve the distribution of 2004 special interim dividend.

2. To consider|and approve the resolution regarding the cap amount of connected
transactions ifrom 1 January 2005 until 31 December 2007.

By way of Specnal Resolutions:

3. To approve L:he resolution regarding the amendment of the articles of association of
COSL and to authorize the Board to file these amendments with the relevant
departments|of the People’s Republic of China upon approval.

]
|

{(note 35}

Date: Signature:

Notes:

1. Please insert fthe number of share(s) registered in your name(s) relating to this form of proxy. If no number is inserted, this form of proxy
will be deemed to relate to all of the shares in the capital of the Company registered in your name(s).

2. Please insert{full name(s) and address(es) in BLOCK LETTERS.

3. Please insert the name and address of your proxy. If this is left blank, the chairman of the EGM will act as your proxy. One or more proxies,
who do not have to be member(s) of the Company, may be appointed to attend and vote in the meeting provided that such proxies must
attend the meenng in person on your behalf. Any alteration made to this proxy form must be signed by the signatory.

4. Attention: Ifiyou wish to vote FOR any resolution, please indicate with a “/” in the appropriate space under “For”. If you wish to vote
AGAINST any resolution, please indicate with a *,/” in the appropriate space under “Against”. In the absence of any such indication, the
proxy will v<)te or abstain at his discretion.

5. This form of!proxy must be signed under hand by you or your attorney duly authorized in writing. If the appointer is a corporation, this
form must be signed under its common seal or under hand by any director or agent duly authorized by such corporation. If a person has
been authorlzed to sign this form of proxy on behalf of an individual or corporate shareholder, the power of attorney or other document
authorizing such person to sign this form of proxy must be notarized and together with this form delivered, in the case of a holder of
Domestic Share(s), to the Company at 65/F., Bank of China Tower, 1 Garden Road, Hong Kong, and in the case of a holder of H Share(s),
to Computershare Hong Kong Investor Services Limited, 46th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, at
least 24 hours before the time designated for the holding of the EGM.

* Please delete as qpproprzare,
|
|
|
|
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